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Sears 


Signs of Growth 


Santa Fe Springs, 
California 
Telegraph Road 
Complete 
Department Store 
Opened: August, 1968 
Gross Area: 
275,000 sq.ft. 
Parking: 1,148 cars 


i 

I 

Grand Rapids, 
Michigan 
Woodland Mall 
Complete 
Department Store 
Opened: March, 1968 
Gross Area: 
266,000 sq. ft. 
Parking: Sears 900 cars, 
Shopping Center 
5,300 cars 
























Highlights 


Sears 



J968 

1967* 

Per cent 
Change 

Net sales. 

$8,197,992,298 

$7,330,089,582 

11.8 

Net income.. 

418,030,382 

382,138,552 

9.4 

Earnings per share. 

2.73 

2.50 

9.2 

Dividends per share. 

1.30 

1.20 

8.3 

Book value per share. 

20.68 

19.21 

7.7 

Working capital. 

1,828,902,377 

1,634,744,243 

11.9 

Capital expenditures. 

139,170,737 

186,245,177 

(25.3) 

Long-term debt. 

483,000,000 

403,000,000 

19.9 

Shareholders’ equity. 

3,173,452,718 

2,939,118,903 

8.0 

Return on average shareholders’ equity 

13.7% 

13.5% 


* Restated for income tax surcharge. 





Sears, 

Roebuck and Co, 
and consolidated 
subsidiaries 

925 South Homan Ave. 
Chicago, Illinois 60607 


Annual Meeting 

The annual meeting of 
shareholders will be held in the 
Auditorium of the Prudential 
Building, 130 East Randolph 
Street, Chicago, Illinois, on 
Monday, May 19, 1969 at 
10:00 o’clock A.M., Central 
Daylight Saving Time. The 
formal notice of the meeting, 
together with the proxy and 
proxy statement, will be mailed 
to shareholders approximately 
three weeks prior to the meeting. 
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Sears 


Gordon M. Metcalf, 
Chairman and Chief 
Executive Officer (L.), 
and Arthur M. Wood, 
President, on 
one of many store 
visits during 1968. 


Message to Shareholders 



Your Company has completed its most suc¬ 
cessful year. In 1968: 

—Net Sales rose 11.8 per cent to $8.2 billion, 
a record for the 14th consecutive year. 

—Net income was $418 million, equal to 
$2.73 per share, an all-time high for the 
eighth year in a row. This was an increase 
of 9.4 per cent or 23 cents per share. Earn¬ 
ings before income taxes were 17.1 per cent 
higher than in 1967. The 10 per cent Federal 
income tax surcharge, retroactive to Jan. 1, 
1968, reduced net income by 22 cents per 
share for 1968 and one cent for 1967. 

—The Allstate Insurance Companies con¬ 
tributed 58 cents per share of Sears net in¬ 
come, compared with 56 cents per share in 
1967. A separate report on this important 
subsidiary starts on Page 27. 


—Dividends paid to shareholders amounted 
to $1.30 per share, an increase of 10 cents 
from 1967. This extended to 34 years Sears 
record of uninterrupted dividend distribu¬ 
tions, Dividends have been increased in 
seven of the last eight fiscal years. 

Expansion 

Sears opened 32 retail stores in 1968, as the 
company’s expansion and improvement pro¬ 
gram continued. Sixteen stores were opened in 
new markets, and 16 others replaced existing 
stores in the same communities. Fifteen of the 
new units are complete department stores and 
17 are medium size units. In addition, the 
company enlarged and modernized four 
stores. Expansion in 1968 resulted in a net 
addition of 4.1 million square feet of floor 
space to our retail system, for a total of 80 
million square feet in gross retail store space. 
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The Company also added 34 catalog and 
retail sales offices and contracted with 169 
independent merchants to handle orders from 
Sears catalogs in small communities. 

In 1969, plans call for opening another 28 
stores, including 14 in new markets. Also, 
construction is expected to begin this year on a 
2.6 million-square-foot catalog merchandise 
distribution center in Columbus, Ohio. 

During the next five years, Sears plans to 
open 238 stores, including 100 relocations, 
and expand and improve catalog operations 
and other sales-supporting facilities. New 
construction during this period will add 25 
million square feet of gross space to the retail 
store system. Since financing of these capital 
expenditures is well within the cash flow of 
the Company, Sears is in an excellent posi¬ 
tion for continued growth in the years ahead. 

New Developments 

Expansion, coupled with product develop¬ 
ment and merchandising and advertising in¬ 
novations, resulted in increased customer 
acceptance in 1968. Further strides in these 
important areas will enable us to reach, ad¬ 
ditional millions of potential customers. A 
special section on the Company’s merchan¬ 
dising program begins on Page 6. 

Handling a steadily growing volume of busi¬ 
ness has called for new concepts in inventory 
management, physical distribution and tech¬ 
nical service. Your Company has made signif¬ 
icant progress in these areas. 

Continued expansion imposes great de¬ 
mands on the Company’s suppliers, who have 
been called upon to expand facilities and 
production. The Sears brand name and its 
assurance of quality is as important to our 
suppliers as it is to us. Sears stands firmly be¬ 
hind the quality of its merchandise, and cus¬ 
tomers know they can rely on our pledge of 
“Satisfaction Guaranteed Or Your Money 
Back.” It means exactly what it says. 

Employment and Training 

Sears growth also calls for increasing num¬ 
bers of skilled employes in our retail and 
catalog operations, service facilities and other 


sales-supporting activities. We are acceler¬ 
ating programs to recruit and train new em¬ 
ployes and to train present employes for new 
responsibilities. 

The Company’s long-standing practice is to 
hire without regard to race, national origin, 
color or creed. The Company takes positive 
steps to assure equality of opportunity for all 
citizens. 

In this regard, Sears has been taking an ac¬ 
tive role in the programs of the National 
Alliance of Businessmen and numerous local 
organizations to locate, hire and train minor¬ 
ity group members. We are determined to par¬ 
ticipate fully in industry’s efforts to resolve 
this most pressing problem in our society. 


Sears 


New Offices Planned 

During the balance of 1969, detailed plans 
will be prepared for new offices in the down¬ 
town area of Chicago to serve the Company’s 
buying departments and part of its national 
headquarters organization. These operations 
now are scattered in nine Chicago area loca¬ 
tions—a temporary measure required by an 
acute shortage of office space. 

The new site, on Wacker Drive, was selected 
because of its ideal access to existing and pro¬ 
posed public transportation facilities. Build¬ 
ing details await preparation of architectural 
plans; however, the offices are expected to 
contain sufficient space to provide for pro¬ 
jected needs through 1995. 

The Company will continue to maintain its 
17-building complex on Chicago’s near west 
side, principally for expansion of the catalog 
order plant which currently is using two mil¬ 
lion square feet of space in other locations. 

Sears headquarters have been located adja¬ 
cent to the catalog order plant since opening 
in 1906. During that period, Company sales 
have increased from. $38 million to $8.2 bil¬ 
lion. Sales facilities, which then consisted of 
one catalog order plant, have increased to 818 
retail stores, 11 catalog order plants and 1,934 
catalog, retail and telephone sales offices and 
independent catalog merchants. 
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Sears 


Crowdus Baker 
(standing). 
Finance Committee 
Chairman, discusses a 
policy recommendation 
with members of the 
Committee (left to 
fight), Homer J. 
Livingston, 
Calvin Fentress, Jr., 
Gordon M. Metcalf, 
Arthur M. Wood, 
Charles A. Meyer, and 
Edgar B. Stern, Jr. 



Management Changes 

On Jan. 31, 1969, Crowdus Baker retired 
from active management after nearly 40 years 
of dedicated service. As Vice Chairman of the 
Board and in his previous positions as Presi¬ 
dent, Vice President and Comptroller, Trea¬ 
surer and Catalog Order Plant General Man¬ 
ager, he made significant contributions to the 
Company in its greatest period of growth. He 
will continue to serve as a member of the 
Board of Directors. 

Lucien E. Oliver, Vice President-Southern 
Territory, also retired on Jan. 31,1969. During 
his 36 years with Sears, he served as National 
Retail Merchandise Manager and General 
Manager of the New York fashion buying 
organization. As Vice President-Southern 
Territory since 1958, he directed an expan¬ 
sion program which included the opening of 
57 large department stores and additional 
catalog and service facilities. He also will 
continue as a director of the Company. 


A. Dean Swift was elected to succeed Mr. 
Oliver. A veteran of 28 years with Sears, Mr. 
Swift was general manager of the Company’s 
Detroit area operations before assuming his 
present duties. He has been nominated to 
serve as a member of the Board of Directors, 
and will be a candidate forelection at the an- 
nuaL meeting of shareholders on May 19. 

Earlier this month, Charles A. Meyer, Vice 
President-Eastern Territory since 1966, ac¬ 
cepted appointment as Assistant Secretary of 
State for Inter-American Affairs and U.S. 
Coordinator of the Alliance for Progress. 
During his 30 years with Sears, he spent 14 
years developing the Company’s retail store 
system and mass merchandising techniques 
in Latin America. He served two years as 
President of the Company’s subsidiary in 
Colombia and five years as Vice President- 
La tin American Operations for Sears. He has 
resigned from the Board of Directors, to which 
he was elected in 1960. We are pleased that 
President Nixon selected a man of such ex¬ 
perience in Latin American affairs for this 
highly important State Department position. 
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Edward R. Telling, a veteran of 23 years 
with Sears, has been elected to succeed Mr. 
Meyer as Vice President-Eastern Territory. 
He served as manager of stores in Danville 
and Rockford, Ill., and as manager of the 
Midwestern Zone before being appointed gen¬ 
eral manager of the New York Group of 
stores in 1965. Since July, 1968, he has been 
administrative assistant to Mr. Meyer. Mr. 
Telling will be a candidate for election to the 
Board of Directors at the annual meeting. 

Homer J. Livingston will retire from the 
Board of Directors on May 19, having reached 
the retirement age for Board members. Mr. 
Livingston, Chairman of the Executive Com¬ 
mittee of the First National Bank of Chi¬ 
cago, has been a director of Sears since 1954. 
He has been chairman of the Company’s 
Salary and Supplemental Compensation 
Committee and a member of the Finance and 
Nominating and Proxy Committees. The 
Board of Directors, employes and share¬ 
holders greatly appreciate Mr. Livingston’s 
contribution. 

Outiook for 1969 

We look to the future with confidence. 
Sears and Allstate should continue to grow 
and prosper with the country. While the 
economic restraints now in effect may slow 
the rate of growth in 1969, we expect sales of 
general merchandise retailers to increase at a 
rate of approximately six per cent, compared 
with the 8.5 per cent growth realized in 1968. 
However, we expect Sears growth will exceed 
that of the general merchandise category. 


The IQ-yearsummaryon Pages 24-25 shows 
that the Company’s net sales have more than 
doubled since 1959, while net income has in¬ 
creased 85 per cent. 

This performance is a measure of the dedi¬ 
cation of 342,000 employes and thousands of 
merchandise suppliers. 

The Company’s performance is also a 
measure of an expanding merchandising or¬ 
ganization that is flexible enough to meet fast¬ 
changing market requirements with new 
strategy, imaginative enough to answer cus¬ 
tomer demands with innovation, and per¬ 
sonal enough to build on its reputation for 
customer satisfaction with continued empha¬ 
sis on courtesy and service. 


Arthur M. Wood, President 
March 31, 1969 


Sears 






Gordon M. Metcalf, Chairman 
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Sears 


Merchandising to Millions 


Merchandising at Sears demands innovation and commands imagination at 
every level. Marketing and merchandising plans must anticipate the needs and 
wants of consumers. These plans include the engineering of new, advanced 
products according to Sears own undeviating standards. At the beginning of 
the process, officer-level strategy meetings outline the course. At the end, 
salesperson-to-customer relationships are characterized by dedication, 
friendliness, enthusiasm and, above all, courteous efficiency. 


Corporate 
Merchandising 
Planning Committee. 

From left: 
Robert H. Anderson, 
Vice President—Retail 
Merchandising, 
Vincent J. Graham, 
Divisional 
Vice President 
—Merchandise 
Administration, 
Thomas F. Filline, Jr., 
Vice President — 
Catalog Merchandising, 
and James W. Button, 
Senior Vice President 










Sears 


Sears on the Go. 
Men like Andrew R. 
Schultz, Director — 
Store Planning and 
Display, Stacy A. 
Haines, Business and 
Economic Research 
Director, and 
M. H. Westrich. 
General Merchandise 
Controller, last year 
travelled over 
26,000,000 air miles 
to keep in touch with 
field operations. 


Marketing Programs 
Begin at Staff Level, 
Here F. F. Parsons, 
Staff Administrator — 
Buying, and S. C. 
Hanson, Divisional Vice 
President—New York 
Office, discuss exciting 
development in new 
knitwear. A similar 
recent project involved 
seventeen different 
merchandise 
departments. 


7 







Sears 

A World of 
Expertise 


There are certain people and certain organizations in the lives of all of us that 
represent authority. Theirs is the last word and the right word. At Sears 
the active participation of a small army of authorities translates a world of 
expertise into product lines and models. And so, in ever so many categories, 
does Sears become the last word and the right word. Exclusive Sears brand 
products are designed and manufactured to represent unequalled values. 


Planning a Fashion 
Collection. 
Vincent Price (second 
from right) discusses 
category coordination 
with Notional 
Merchandise Managers 
Joseph T. Moran, 
Fred C. Hecht, and 
M. L. Goodfriend. 

Vincent Price is 
Sears spokesman for 
home fashions as well 
as advisor on fine arts. 


| 

Sports Advisory 
Staff. Ted Williams, 
Chairman, second from 
left, and Jack Twyman, 
Advisor on Basketball, 
enjoy a break with 
Richard Nixon, 
Assistant Buyer (/) and 
James W. Symington, 
Buyer, during sports 
center planning meeting. 
Advisory Staff has 13 
critical, inventive, 
outspoken members. 


Sears on the 
Continent. Jane 
Bown O'), Sears 
Fashion Board 
Director, and Claude 
Riviere, Couturiers and 
Sears Fashion Board 
Representative in Paris, 
making rounds of 
fashion houses. 
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Sears 


Actual Use Test. 
Martin J, Brennan, 
Boys’’ Slacks Buyer 
and Lucy Martin, 
Textile Home 
Economist, check 
wearability of boys' 
trousers at Angel 
Guardian Orphanage 
playground. This is 
done on regular, 
continuing basis to 
supplement lab tests- 


Diamonds. Nowhere 
is Sears authority 
more important (or 
more appreciated) 
than by the purchaser 
of diamonds, often a 
matter of 
once-in-a-Ufetime 
experience. Here 
Ed A. Friedmann , 
Sears Senior Buyer of 
Diamonds, examines 
a gem. 


Color Coordination 
Marian Karavites, 

Home Fashion 
Accessories Design 
Coordinator, Richard 
D. Butler , Design and 
Decorative Arts 
Director, James Noel, 
National Floor 
Fashions Director, and 
Helen Wolf, 

Housewares Design 
Coordinator (/. to r.), 
here consider Sears 
coordinated color 
system—a totally new 
color concept based on 
triangular compatible 
color families. This 
combines designer taste 
and insight with 
technical, chemical, and 
physical knowledge 
of color. 
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Sears 

Beyond 

Salesmanship 


Product knowledge is a prerequisite at Sears for the development of qualified 
people at all merchandising levels. Highly organized training programs and 
systems are based on the concept that good salesmanship goes far beyond 
the filling of an order. Knowledge of product enables the salesman to 
assist the customer in selecting the product best suited to his needs. 

Technical service or help of any kind after the product is sold, enhances 
both its value and Sears reputation. For what better marketing help can 
there be than millions of satisfied customers? 


Introduction to 
Buying. Hugh L. Ray, 
National Merchandise 
Development and 
Testing Laboratory 
Director, explains 
function and use of 
the Lab to new or 
prospective buyers. 


Technical Training 
Center. Harry L. 
Wellbank, National 
Training Director and 
William P. Zabler, 
National Parts and 
Service Manager, visit 
one of five territorial 
training centers. 
Last year in-person 
training courses were 
completed by 9,500 
Sears service men, 
correspondence courses 
by 9,000 more. 
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Catalog Sales Office 
Managers learn fine 
points of sewing 
machine operation. 
Familiarity with 
products is required of 
all Sears people. 


Sears Institute. 

Here James D. Barrie, 
Management 
Development Director, 
John E. Jeuck, 
University of Chicago, 
and Parent Personnel 
Director F. S. Hartley 
plan an Institute course 
in advanced marketing. 
Jeuck is Sears 
Consultant for 
Education. 
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Nowhere, perhaps, has Sears marketing activity been more dramatically illustrated 
than in 1968 advertising. In magazines and newspapers, in radio and television. 
Drama in in vivid catalog pages and colorful commercials, Sears has been the most 

Communications consistent of all retail advertisers. Sears name in any advertisement is news. 

And our own brand campaigns are creating new awareness and acceptance of 
the Sears ideal of complete customer satisfaction. 


Sears 


425 Television 
Commercials. 
G. K. Ingraham, 
National Retail Sales 
Promotion and 
Advertising Manager, 
George E. Troll, 
National Catalog 
Order Sales Promotion 
and Advertising 
Manager, and their 
staff of experts and 
expediters here are 
involved in the 
coordination of a 
television commercial. 
425 were produced 
in 1968. 
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Magazine 

Advertising presents 
sparkling new 
merchandise with which 
Sears leads all 
competition. 
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Sears 


NET SALES 
MILESTONES 
Billions of Dollars 


NET INCOME 
PER SHARE 


Financial Review 


Sales exceed $8 billion. Net sales increased 
for the 14th consecutive year. The 
$8,197,992,298 for 1968 passed last year’s 
record $7,330,089,582 by 11.8 per cent. 
Gross sales reached $1.1 billion for the 
month of December. Both retail store and 
catalog operations set new sales records. 
Retail stores contributed 77 per cent of the 
sales volume while the catalog operation 
accounted for 23 per cent. Stores opened 
during 1968 generated 2.1 per cent of Com¬ 
pany sales. 



$3.00 



1959 60 61 62 63 64 65 66 67 68 


Sales in both soft and hard lines showed 
good growth with volume in wearing ap¬ 
parel and home fashions especially strong. 

In addition, net sales of unconsolidated 
subsidiaries in Mexico, South America and 
Spain amounted to $ 149,410,318, up 6 per cent 
from 1967. Net sales of Simpsons-Sears Lim¬ 
ited, the Company’s unconsolidated Canadian 
affiliate, rose 15 per cent to $540,663,056 
(Canadian). A separate report on Interna¬ 
tional Operations appears on page 26. 

Net income more than $400 million—up for 
eighth consecutive year. Net income 
amounted to $418,030,382, 9.4 per cent 
above last year’s record $382,138,552. Earn¬ 
ings per share increased to $2.73 from $2.50 
(restated) for 1967. The 10 per cent Federal 
income tax surcharge reduced per share 
earnings 22 cents for 1968 and one cent for 
1967. Capital gains included in net income 
were $574,672 compared with $747,576 for 
1967. Earnings per share are based on average 
shares outstanding. 

Increased sales and improved gross mar¬ 
gins more than offset the increases in interest 
and other operating expenses. Thus, earnings 
before income taxes rose 17.1 per cent to 
$779 million, up $114 million from $665 
million last year. 

Earnings per shares—new high for each quarter. 
Net Income 


(millions) 1968 1967 


Per Per 

Quarter Amount Share Amount Share 


1st. $ 74.3 $ .49 $ 67.1 $ .44 

2nd. 94.6 .61 85.9 .56 

3rd. 99.7 .65 93.7 ,61 

4th. 149.4 .98 135.4* .89* 


$418.0 $2.73 $382.1 $2.50 

♦Restated (see note 4 , page 22) 

Equity in unconsolidated subsidiaries up 12.4 
per cent. The Company’s equity in. the earn¬ 
ings of unconsolidated subsidiaries rose to 
$110,769,126 or 72 cents per share of Sears 
stock, compared with $98,511,703 or 64 cents 
per share for 1967. 




























































The Allstate Insurance Companies con¬ 
tributed 58 cents per share to Sears net 
income compared with 56 cents per share in 
1967. The growth of Allstate Insurance is 
reported in detail starting on page 27. 

The following figures (included in total 
earnings) represent the Company’s share in 
the earnings of majority owned subsidiaries: 

Equity in Income 
of Unconsolidated Subsidiaries 

(millions) 

1968 1967 


Per Per 

Amount Share Amount Share 


1967. Other taxes, including social security 
taxes, rose to $145 million, up $18.3 million or 
14.4 per cent over the previous year. Total 
taxes were 23.4 per cent higher than 1967, and 
were equal to 54.8 per cent of income before 
all taxes, compared with 5 1.8 per cent for 1967. 

Total Taxes 1968 1967 


(millions) 

Per 


Per 

Amount Share Amount Share 

Income before taxes. $924 

$6.03 

$792 

$5.18 

T axes—Federal, 




state and other... 506 

3.30 

410 

2.68 


Net income. $418 $2.73 $382 $2.50 


Allstate Insurance 


Co’s. 

. $ 89.6 

$.58 

$85.2 

$.56 

Foreign 
subsidiaries... 

4.6 

.03 

1.5 

.01 

Simpsoos-Sears 
Ltd. 

7.2 

.05 

5.0 

.03 

Other 

subsidiaries... 

9.4 

.06 

6.8 

.04 


$110.8 

$.72 

$98.5 

$.64 


Dividends per share Increased to $1.30. In 

the second quarter of 1968 the directors raised 
the regular quarterly dividend to 30 cents 
per share from 25 cents per share. The Com¬ 
pany has increased dividends to shareholders 
in seven of the past eight fiscal years. Sears 
record of uninterrupted dividend distribu¬ 
tions now extends to 34 years. 


Income and dividends of affiliates increase. 

Sears net income included $2,974,959 cash 
dividends received from affiliated companies 
(less than 50 per cent owned by Sears) com¬ 
pared with $2,880,066 received in 1967. In 
addition, the Company’s equity in the un¬ 
distributed net earnings of 25 affiliates, not 
included in 1968 net income, amounted to 
$4.2 million or three cents per share. This 
compares with $3.2 million or two cents per 
share the previous year. 


Dividends to Shareholders 
(millions) 


1968 1967 


Per Per 

Quarter Amount Share Amount Share 


1st. $ 38.3 $ .25 $ 38.2 $ .25 

2nd. 45.9 .30 38.2 .25 

3rd. 46.0 .30 38.2 .25 

4th—Regular. 46.0 .30 38.3 .25 

Extra. 23.0 .15 30.6 .20 


Fiscal Year. $199.2 $1.30 $183.5 $1.20 


Depreciation accounting changed—earnings 
benefit one cent a share. As of Feb. 1, 1968, 
the Company adopted for financial reporting 
purposes, the straight line method of comput¬ 
ing depreciation for additions subsequent to 
that date. This accounting change increased 
1968 net income one cent a share. Sears con- 
tinuesto depreciate assets acquired from 1954 
through 1967 on. an accelerated method. 

Total depreciation was $104.5 million in 
1968, a decrease of $1.8 million or 1.7 per 
cent from 1967. Although depreciation 
charges are expected to increase in future 
years, the rise will not be as rapid as in the 
past few years. 

Total taxes rise 23 per cent to $506 million, 
equal to $3.30 per share. Federal and state 
income taxes provided were $361 million, an 
increase of $78 million or 27.5 per cent over 


Dividends for the fiscal year amounted to 
48 per cent of net income, the same per¬ 
centage as for fiscal 1967. 

$234 million added to shareholders’ equity— 
near $3.2 billion. At year end, equity capital 
was $3,173 million, an increase of $234 
million. Retained income (1968 net income 
less dividends) accounted for $219 million 
of the increase. An additional $15 million 
resulted frojn payments by employes for 
stock issued under shareholder-approved op¬ 
tion plans. Shareholders’ equity was $20.68 
per share compared with $19.21 a year ago. 

The rate of return on shareholders’ equity 
(net income divided by average equity) was 
13.7 per cent, compared with 13.5 per cent 
for 1967. 



































Sears, Roebuck and Co. Shareholders 

Per Cent 
of Shares 
Held 


Individuals. 39 

Employes Profit Sharing Pension Fund, 23 

Nominees. 27 

Investment companies and brokers.... 5 

Trusts. 4 

Corporations and firms. 1 

Educational, religious and charitable 
organizations. 1 


100 

Contribution to Profit Sharing Fund $87.1 
million—up $11.6 million. Sears contributed 
$77.2 million to the employes Profit Sharing 
Fund. Allstate Insurance and other subsidi¬ 
aries contributed $9.9 million to this fund. 

The Company contribution to the Fund 
is based on a percentage of consolidated 
income of the Company and its wholly owned 
domestic subsidiaries before deducting the 
contribution and the provision for Federal 
income taxes. Employes also contribute to 
this fund. 

On December 31, 1968, the close of the 
Fund’s fiscal year, there were 199,887 mem¬ 
bers whose holdings were 34,924,763 shares 
or 22.8 per cent of Sears stock outstanding. 

Customer receivables increase $322 million. 

At year end, installment receivables from cus¬ 
tomers increased $322 million to $3,347 mil¬ 
lion because of higher sales volume, although 
there was a slight decrease in the per cent of 
credit sales to total sales. 



Per cent to Total Sales 


1968 

1967 

Revolving charge sales... 

31.3 

30.7 

Easy payment sales. 

24.4 

25.9 

Total credit sales. 

55.7 

56.6 


Collection experience followed the satis¬ 
factory pattern of past years. At year end, 
there were 16.8 million customer accounts— 
nine million revolving charge with an average 
balance of $136, and 7.8 million easy pay¬ 
ment with an average balance of $274. 

The Company offers botheasy payment and 
revolving charge plans for the customer’s 
convenience. The revolving charge plan, may 
be used as a regular charge account if full 
payment is made within 30 days. 


Inventories over $1.1 billion. Merchandise 
inventories increased 6.1 per cent to a year 
end total of $1,134 million. This increase 
reflected the merchandise required for addi¬ 
tional stores, new lines added to regular stock 
and coverage for the anticipated increase in 
spring season sales. 

Merchandise on order and in transit 
amounted to $1.56 billion at Jan. 31, 1969. 

Working capital increased $194 million—over 
$1.8 billion. Working capital (the excess of 
current assets over current liabilities) was 
$1,829 million, up $194 million from $1,635 
million a year earlier. Current assets of 
$4,680 million, were 1.6 times current liabilities 
of $2,851 million as of the close of the year. 

If installment receivables estimated to be 
due after one year and deferred income tax 
credits were excluded from working capital, 
the ratio would be 1.8 to 1. 

Working Capital Changes (millions) 

1968 1967 


Sources 

Net income. $418 $382 

Items not affecting working capital: 

Add—depreciation. 105 106 

Deduct—undistributed net income 
of unconsolidated subsidiaries... 103 80 

420 408 

Proceeds of long-term debt issue__ 100 — 

Decrease in investments in 
unconsolidated subsidiaries and 

affiliates. 9 — 

Cash for stock issued under options.. 15 8 

Dispositions of fixed assets—net.... 8 2 

Total increase..... 552 418 

Uses 

Dividends to shareholders. 199 183 

Capital expenditures. 139 186 

Reduction in long-term debt. 20 24 

Additional investments in 
unconsolidated subsidiaries and 

affiliates .. — 41 

Other changes—net. — 2 

Total decrease. 358 436 

Increase (decrease) in working capital. $194 ($ 18) 


Financing—$100 million long-term debt issued; 
short-term borrowings up $51 million. To 

strengthen working capital the Company in 
April, 1968 sold $100 million of 6% per cent, 
25-year sinking fund debentures. During 
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1968, Sears purchased for the sinking fund 
$20 million of 4% per cent debentures. Long¬ 
term debt at the close of the year amounted 
to $483 million. 

Short-term borrowings increased $51 mil¬ 
lion to $1,604 million. At year end, Sears 
Roebuck Acceptance Corp. was supplying 
more than $1.4 billion of these funds. This 
wholly owned consolidated subsidiary assists 
in financing Sears credit business. 

On Jan. 31, 1969, the Parent Company 
added $25 million to the capital of the Ac¬ 
ceptance Corporation in order to increase 
this subsidiary’s financing capabilities. 

Capital expenditures $139 million. During 
1968 the Company continued its program of 
adding new retail stores and catalog sales 
offices and of improving, modernizing and 
replacing units supporting the merchandise 
distribution systems. 

Sears invested $139 million for new and 
improved facilities, down $47 million from 
$186 million spent last year. The Company’s 
landlords spent an additional $30 million on 
Sears stores. 

Funds for expansion were primarily allo¬ 
cated to retail operations. 

Capital Expenditures. 

1968 1967 


Retail. $122,768,302 $167,917,848 

Catalog Order. 12,194,716 34,3 46,818 

Other. 4,207,71.9 3,980,511 


$139,170,737 $186,245,177 


Changes in Property, Plant and Equipment—Net 

(millions) 

1968 1967 


Balance beginning of year. 

... $958.2 

$880.2 

Changes during the year 



Capital additions. 

139.2 

186.2 

Depreciation. 

... (104.5) 

(106.3) 

Dispositions—net. 

(8.5) 

(1.9) 

Net increase for the year. 

26.2 

78.0 


Balance end of year. $984.4 $958.2 


Sears 


In the last five years Sears invested $925 
million in new and improved facilities. Al¬ 
most $800 million was spent on retail opera¬ 
tions with emphasis on larger stores which 
carry broad lines of soft and hard goods. 
This investment in 77 complete department 
stores, 105 medium size stores and enlarge¬ 
ment of other units added almost 25 million 
square feet of store space to the retail system. 
The Company expects these well-loca ted sto res 
to grow and make a larger contribution to 
future sales and profits. At the end of 1968, 
80 million square feet of gross store space 
was in operation to serve customers. 

Expansion to continue. In 1969 and 1970 the 
Company plans to spend more than $500 
million for new and improved facilities. Sears 
landlords will invest about $85 million in new 
stores and other sales supporting units. The 
Company will continue to open stores carry¬ 
ing a full line of merchandise. During the 
next two years 76 complete and medium size 
stores are planned for opening. Site work on 


Expansion of the retail system added 4.1 
million square feet to store space. The Com¬ 
pany opened 32 stores, including 16 in new 
areas for Sears and 16 which replaced older 
stores in the same communities. Fifteen are 
complete department stores; 17 are medium 
size units. These new stores are budgeted to 
make an important contribution to the Com¬ 
pany’s sales growth. This expansion contin¬ 
ued the trend to larger units carrying more 
lines of goods. 

Sears also enlarged and modernized four 
stores, converted one retail sales office to a 
hard line store and closed eight small stores. 
Other selling facilities, catalog, retail and 
telephone, continued to grow with the addi¬ 
tion of 203 units. 
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Sears 


Retail Stores 
Opened in 1968 (32) 


Facilities— 
January 31, 1969 


the major catalog distribution center to be 
constructed in Columbus, Ohio, will com¬ 
mence in 1969. 

Because of Sears policy of catering to the 
needs and wants of the mobile consumer, 
Sears retail stores now have parking space 
available for 883,000 cars and are able to 
simultaneously service 8,600 vehicles in auto¬ 
motive facilities. 

Working capital at the close of the year was 
in excess of $1.8 billion. Internally generated 
funds from net income, depreciation and de¬ 
ferred income taxes amounted to $599 million 
in 1968. 


The Company is in excellent financial con¬ 
dition as evidenced by the following year end 
figures'. 


Capitalization 

(millions) 

1968 

Per 

cent 

1959 

Per 

cent 

Long-term debt. 

$ 483 

13 

$ 475 

23 

Shareholders’ equity.. 

3,173 

87 

1,601 

77 

Total capitalization... 

$3,656 

100 

$2,076 

100 


Sears is in a sound position to continue 
an aggressive expansion program. 


Complete Department Stores (15) 

Bayamon, Puerto Rico 

..Santa Rosa Shopping Center 

Bethesda, Maryland.Montgomery Mali 

Burlington, Massachusetts.Burlington Mall 

Columbus, Ohio.Eastland Mall 

Cornwells Heights, Pennsylvania 

.Neshaminy Mall 

Covina, California.Azusa Avenue 

Decatur, Illinois.Franklin Street* 

Grand Rapids, Michigan.Woodland Mall* 

Little Rock, Arkansas.University Avenue* 

Madison (Nashville), Tennessee.Gallatin Road 

Sacramento, California.Florin Center 

St. Petersburg (Crossroads), Florida 

.Tyrone Boulevard 

Santa Fe Springs, California.. .Telegraph Road 
Wayne, New Jersey 

.Willowbrook Shopping Center 

White Plains, New York.Main Street* 

^Replaced existing store. 


Medium Size Department Stores (17) 

Denton, Texas.Denton Shopping Center* 

Denver, Colorado.Northglenn Mall 

El Centro, California 

.El Centro Shopping Center* 

Goldsboro, North Carolina..Berkley Boulevard* 

Hutchinson, Kansas.Adams Street* 

Indio, California.Valley Mall 

Kokomo, Indiana.Markland Mall* 

Logansport, Indiana.Logansport Mail* 

Mankato, Minnesota 

.Madison East Shopping Center* 

Melbourne, Florida.. .Babcock Street 

Richmond, Virginia.Eastgate Mall 

Rock Hill, South Carolina.Rock Hill Mall 

Salisbury, Maryland.Salisbury Mall* 

Scranton, Pennsylvania.Viewmont Mall* 

Terre Haute, Indiana... .Honey Creek Square* 

Warren, Ohio...Eastwood Mall* 

Yuma, Arizona.Loftown Mall* 


Retail Stores 

Complete Department Stores. 228 

Medium Size Department Stores. 380 

(carrying extensive assortments of 
general merchandise) 

Hard Lines Stores. 210 

(carrying major household appli¬ 
ances, hard lines, sporting goods and 
automotive supplies) 


818 


Catalog Order Plants. 11 

Catalog, Retail and Telephone Sales 
Offices and Independent Catalog 

Merchants.. 1,934 

Major Distribution Warehouses. 64 : 

(for retail store groups) 

Service and Parts Centers. 97 


*Ptus 382 other warehouses serving individual stores. 
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Statement of Income 


Year Ended January 31 

1969 

1968* 

Net Sales . 

$8,197,992,298 

$7,330,089,582 

Equity in Income of Unconsolidated Subsidiaries .. 

110,769,126 

98,511,703 

Dividends... 

2,982,046 

2,881,756 

Total... 

8,311,743,470 

7,431,483,041 

Costs and Expenses (note 10) 

Cost of sales, advertising, selling, 
administrative and general expense. 

6,958,680,626 

6,247,710,782 

Rents (properties and equipment).. 

84,538,912 

77,495,877 

Repairs and maintenance. 

49,949,289 

47,148,088 

Depreciation (note 3). 

104,519,371 

106,304,181 

Interest expense... 

112,849,520 

93,459,845 

Contribution to Employes Profit Sharing Fund. 

77,203,484 

67,351,137 

Taxes (other than income taxes). 

144,944,886 

126,671,579 

Federal and state income taxes (note 4). 

361,027,000 

283,203,000 

Total Costs and Expenses. 

7,893,713,088 

7,049,344,489 

Net Income . 

$ 418,030,382 

$ 382,138,552 

Per Share 

Average shares outstanding. 

153,233,000 

152,888,000 

Net income. 

$2.73 

$2.50 


Statement of Retained Income 


Year Ended January 31 

1969 

1968 * 

Balance Beginning of Year. 

$2,586,192,850 

$2,387,538,570 

Net Income. 

418,030,382 

382,138,552 

Deduct Dividends to Shareholders 
($1.30 and $1.20 per share respectively). 

199,224,686 

183,484,272 

Retained Income for the Year. 

218,805,696 

198,654,280 

Balance End of Year. 

$2,804,998,546 

$2,586,192,850 


*Restated for income tax surcharge. 

See accompanying detail and notes to financial statements on pages 21, 22 and 23. 
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Sears 


[Statement of Financial Position 


Sears, 

Roebuck and Co. 
and consolidated 
subsidiaries 


ASSETS 

January 31 

1969 

1968* 




Current Assets 




Cash. 

Marketable securities (market value $29,647,804).... 

Receivables. 

Inventories (note 2)... 

Prepaid advertising and other charges. 

$ 194,361,551 
1,350,409 
3,298,997,774 
1,134,445,906 
50,878,201 

$ 222,524,718 
1,350,409 
2,951,723,820 
1,069,568,688 
54,282,573 

Total Current Assets. 


4,680,033,841 

4,299,450,208 

Investments (note I) . 


812,553,293 

718,027,996 

Property, Plant and Equipment. 


984,446,118 

958,167,492 

Deferred Charges (future tax benefits).. 


27,514,908 

28,787,259 

Unamortized Debenture Discount and Expense .... 

3,036,022 

2,391,913 

Total Assets. 


$6,507,584,182 

$6,006,824,868 


LIABILITIES 



Current Liabilities 



Notes payable. 

Accounts payable... 

Accrued expenses... 

Federal income taxes accrued. 

Deferred income tax credits—net. 

Other accrued taxes. 

. $1,604,050,598 

. 293,796,257 

. 208,151,649 

. 34,201,594 

. 597,883,756 

. 113,047,610 

$1,553,003,100 

245,902,906 

167,834,846 

79,506,698 

522,942,194 

95,516,221 

Total Current Liabilities . 

. 2,851,131,464 

2,664,705,965 

Long-Term Debt (note 5)... 

. 483,000,000 

403,000,000 

Total Liabilities. 

. $3,334,131,464 

$3,067,705,965 


SHAREHOLDERS’ EQUITY 



Common Stock (including capital in excess of par value) 
$1.50 par value—authorized 200,000,000 shares, out¬ 
standing shares 153,437,236 (notes 7 and 8). 

$ 368,454,172 

$ 352,926,053 

Retained Income. 

2,804,998,546 

2,586,192,850 

Total Shareholders’ Equity. 

$3,173,452,718 

$2,939,118,903 


* Restated for income tax surcharge. 

See accompanying detail and notes to financial statements on pages 21, 22 and 23. 
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Financial Position Detail 


Sears 


January 31 

Receivables 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts. 

Other customer accounts. 

Miscellaneous accounts and notes receivable. 

Less allowance for collection expense and losses 
on customer accounts. 

Deduct installment accounts sold—less portion 
of proceeds withheld pending collection. 


Investments 

Unconsolidated subsidiaries and Simpsons-Sears (note 1) 

Allstate Insurance Company. 

Allstate Enterprises, Inc.... 

Foreign subsidiaries. 

Simpsons-Sears Limited (50% of voting stock). 

Other subsidiaries. 

Other investments and advances (principally at cost)... 


Property, Plant and Equipment (at cost) 

Land. 

Buildings and improvements. 

Less accumulated depreciation. 

Furniture, fixtures and equipment. 

Less accumulated depreciation. 

Total property, plant and equipment. 

Less total accumulated depreciation .... 


Long-Term Debt 

Sears, Roebuck and Co. (note 5) 

4 Z A% Sinking Fund Debentures, due 1983 
6Y&% Sinking Fund Debentures, due 1993 
Sears Roebuck Acceptance Corp. 

4 y&% Debentures, due 1972. 

5% Debentures, due 1982. 

4 5 /s% Subordinated Debentures, due 1977 


1969 


$2,126,265,545 

1,220,638,565 

3,346,904,110 

98,805,738 

80,752,252 

3,526,462,100 

225,387,123 

3,301,074,977 

2,077,203 

$3,298,997,774 


$ 492,198,451 
57,714,517 
66,776,111 
56,845,066 
93,974,831 
767,508,976 
45,044,317 
$ 812,553,293 


$ 167,179,534 
971,065,783 
348,025,770 
623,040,013 
540,917,348 
346,690,777 
194,226,571 
1,679,162,665 
694,716,547 
$ 984,446,118 


$ 258,000,000 

100,000,000 

50,000,000 
50,000,000 
25,000,000 
$ 483,000,000 


1968 


$2,026,913,703 

997,672,373 

3,024,586,076 

74,864,638 

66,922,020 

3,166,372,734 

212,483,695 

2,953,889,039 

2,165,219 

$2,951,723,820 


$ 404,235,834 
54,252,309 
76,945,616 
52,069,125 
82,238,256 
669,741,140 
48,286,856 
$ 718,027,996 


$ 159,748,248 
915,089,919 
306,848,818 
608,241,101 
493,464,910 
303,286,767 
190,178,143 
1,568,303,077 
610,135,585 
$ 958,167,492 


$ 278,000,000 


50,000,000 
50,000,000 
25,000,000 
$ 403,000,000 
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Sears 


Notes to Financial Statements 


1. Consolidating principles. It is the Company’s policy 
to fully consolidate all wholly owned domestic sub¬ 
sidiaries directly related to its retail distribution ac¬ 
tivities. These subsidiaries are: 

Sears Roebuck Acceptance Corp. 

Sears, Roebuck de Puerto Rico, Inc. 

Sears, Roebuck S. A. (Central America) 

Sears, Roebuck Overseas, Inc. (buying 
organization) 

Terminal Freight Handling Co. 

Pacific Installers, Inc. 

Nation-Wide Installations, Inc. 

Algon Realty Company (Pennsylvania 
store properties) 

Investments in unconsolidated subsidiaries and 
Simpsons-Sears Limited are stated at cost plus the 
increase in the Company’s equity since date of ac¬ 
quisition. The stated amount of the investment in 
Allstate Insurance Company does not include un¬ 
realized capital gains on stocks owned by that sub¬ 
sidiary. 


5. Long-term debt. The indentures provide that the 
Company cannot take certain actions, including the 
declaration of cash dividends, which would cause its 
unencumbered assets to drop below 150% of lia¬ 
bilities. As defined under the most restrictive of the 
indenture provisions, unencumbered assets were 
substantially in excess of 150% of liabilities as of 
January 31, 1969. 

Aggregate annual sinking fund payments are re¬ 
quired as follows: 


For Fiscal Years 
Ended January 31 


Minimum Maximum 
Amounts Amounts 


1972-1974 
1975-1979 
1980-1 984 
1985-1993 


$.16,000,000 

19,500,000 

20,500,000 

4,500,000 


$32,000,000 

39,000,000 

41,000,000 

9,000,000 


6. Rentals—long-term leases. Minimum fixed rentals, 
exclusive of taxes, insurance and other expenses 
payable directly by the Company, under long-term 
leases (over three years) in effect as of January 31, 
1969 are, for the periods indicated, as follows: 


2. Inventories. Merchandise inventories are valued 
at the lower of cost or market on the first-in, first- 
out basis. 

3. Depreciation. As of February 1, 1968, the Com¬ 
pany adopted, for financial reporting purposes, the 
straight line method of computing depreciation for 
additions subsequent to that date. Prior to this date, 
both accelerated and straight line methods were 
used. The effect of this accounting change was to 
increase net income Id 1968 approximately $1,640,531 
after applicable income tax. 

4. Income taxes. Federal and state income tax ex- 


pense consists of: 

Year ended January 31 


1969 

.1968 

Current portion 
(before investment 
tax credit). 

$288,728,842 

$264,118,275 

Investment tax credit 
(flow-through 
method). 

(3,915,755) 

(3,512,824) 

Deferred—net. 

76,213,913 

22,597,549 


$361,027,000 

$283,203,000 


Federal income tax expense for the year ended 
January 31, 1968 has been restated to include the 
$2,185,000 surcharge retroactively applicable to that 
year. 


Year 


Period 


1969.. $33,971,000 

1970.. 34,179,000 

1971.. 34,052,000 

1972.. 32,854,000 

1973.. 31,015,000 


1974-1978.. 
1979-1983.. 
1984-1988.. 
1989-1993.. 
After 1993.. 


$138,206,000 

117,649,000 

88,887,000 

50,479,000 

54,298,000 


A number of store and warehouse properties are 
leased from institutional and private investors. Most 
of these leases are for terms ranging from 25 to 99 
years with the right, after initial periods ranging 
from 25 to 45 years, to terminate or continue at 
reduced rentals, and contain one or both of the 
following additional types of options: a) The Com¬ 
pany can, after the initial period of years, purchase 
the property at the then fair value of the land alone, 
b) The Company can, on various specified dates 
(usually within the first 25 to 35 years), make a 
rejectable offer to purchase the property at specified 
prices and, in the event the lessor does not accept 
the offer, can either terminate or continue the lease. 


7. Employes stock options. As of January 31, 1969, 
options for 3,329,261 shares were outstanding. Those 
options issued prior to January 1, 1964 expire ten 
years from date of grant and except in a few cases, 
are exercisable in five annual and cumulative install¬ 
ments beginning one year from date of grant. 
Options that were issued subsequently expire five 
years from date of grant and are exercisable in four 
annual and cumulative installments beginning one 
year after the date of grant. No options were granted 
during 1968. 

Outstanding options at year end ranged in price 
from $24.38 to $64.23 per share, aggregating 
$166,440,148. Options for 413,843 shares were 
exercised during the year and 1,801,311 shares were 
exercisable at year end. 
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8. Changes in Common Stock. 

Amount 

$352,926,053 
15,528,119 

$368,454,172 


9. Supplemental Savings and Retirement Plan. For 

the fiscal year 1968 the Company contributed 
$11,546,586 to the Employes Supplemental Savings 
and Retirement Plan, which is in accordance with 
the Company’s policy of funding current pension 
costs. The assets of this plan exceeded the actuarially 
computed value of vested benefits as of January 31, 
1969. 


Number 
of Shares 

Balance January 31, 

1968 . 153,023,393 

Stock options exercised 413,843 

Balance January 31, 

1969 . 153,437,236 


10. Costs and expenses. The Company’s costs and expenses are classified as follows in its annual reports to the 
Securities and Exchange Commission: 


Cost of sales, buying and occupancy expenses.. 

Selling, administrative and general expenses.. . 

Provision for doubtful accounts and increase in 
allowance for collection expenses. 

Interest expense. 

Contribution to Employes Profit Sharing Fund. 

Federal and state income taxes. 

Total costs and expenses. 


Year Ended January 31 


1969 

1968 

$4,928,113,266 

$4,477,174,547 

2,375,136,615 

2,095,354,117 

39,383,203 

32,801,843 

112,849,520 

93,459,845 

77,203,484 

67,351,137 

361,027,000 

283,203,000 

$7,893,713,088 

$7,049,344,489 


To the Shareholders and Board of Directors 
of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Sears, Roebuck and Co. 
and consolidated subsidiaries as of January 31, 1969, and the related Statements of Income and Retained 
Income for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the consolidated financial position of 
Sears, Roebuck and Co. and consolidated subsidiaries at January 31, 1969, and the consolidated results 
of their operations for the year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

Chicago , Illinois, March 31, 1969 Touche, Ross, Bailey & Smart 


enr 


Report of 
Certified Public 
Accountants 
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Sears 


Ten Year Summary 


Sears, 

Roebuck and Co. 
and consolidated 
subsidiaries 



1968 

1967 * 

1966 

1965 

1964 

1963 

Results for the Year 

0 millions ) 

Net sales. 

Equity in income of 

$ 8,198 

$ 7,330 

$ 6,805 

$ 6,390 

$ 5,740 

$ 5,116 

unconsolidated subsidiaries . 

111 

99 

88 

73 

69 

64 

Depreciation. 

Contribution to Employes 

105 

106 

93 

78 

66 

50 

Profit Sharing Fund .... 

77 

67 

67 

63 

59 

54 

Federal and state income taxes 
Income before extraordinary 

361 

283 

275 

268 

264 

243 

items.. 

418 

382 

363 

350 

327 

282 

Extraordinary items 







{capital gains ). 

— 

— 

14 

4 

3 

— 

Net income. 

Return on average share- 

418 

382 

377 

354 

330 

282 

holders’ equity (per cent). . 

13.7 

13.5 

14.3 

14.5 

14.7 

13.6 

Year End Position ( millions ) 
Customer installment 







accounts (gross). 

$ 3,347 

$ 3,025 

$ 2,931 

$ 2,707 

$ 2,339 

$ 1,999 

Inventories. 

Property, plant and 

1,134 

1,070 

1,021 

931 

830 

746 

equipment—net. 

984 

958 

880 

752 

640 

534 

Long-term debt. 

483 

403 

427 

439 

451 

475 

Retained income. 

Shareholders’ equity 

2,805 

2,586 

2,388 

2,194 

2,011 

1,834 

(book value) . 

3,173 

2,939 

2,732 

2,531 

2,339 

2,152 

Per Share of Common 
Stock ( dollars) 

Income before extraordinary 







items. 

$ 2.73 

$ 2.50 

$ 2.38 

$ 2.29 

S 2.15 

$ 1,86 

Extraordinary items 







(capital gains) . 

— 

— 

.09 

.03 

.02 

— 

Net income. 

2.73 

2.50 

2.47 

2.32 

2.17 

1.86 

Dividends to shareholders . . 
Shareholders’ equity 

1.30 

1.20 

1.20 

1.12Vi 

1.00 

•87J/2 

(book value) —year end . . 

20.68 

19.21 

17.89 

16.60 

15.37 

14.17 

Miscellaneous Data 
Shareholders (P.S. Fundcounted 
as single shareholder) .... 
Retail stores 

252,118 

257,543 

259,620 

243,608 

197,496 

173,242 

(excluding foreign stores) . . 

818 

809 

801 

786 

777 

761 

Catalog order plants. 

Catalog, retail and telephone 

11 

11 

11 

11 

11 

11 

sates offices and independent 
catalog merchants. 

1,934 

1,731 

1,653 

1,449 

1,216 

1,112 

Capital expenditures (millions) 
Store space 

$ 139 

$ 186 

$ 224 

S 196 

$ 179 

$ 134 

(gross s(j. ft. in millions) . . 

80 

76 

71 

65 

61 

56 


♦Restated for income tax surcharge. 
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International Operations and Other Subsidiaries 


Latin America. Net sales of subsidiaries in 
Mexico and South America rose 5.6 per cent. 
Net income after translation losses and ad¬ 
justments increased $2.7 million. The Com¬ 
pany’s equity in net income was $6,830,843 
against $4,703,595 for 1967. Sears equity in 
its Mexican and South American subsidiaries 
at year end was $59,363,900. 

The Mexican and South American sub¬ 
sidiaries were operating 56 retail stores and 
10 retail sales offices at year end. A complete 
department store and shopping center will 
open in Mexico City during 1969 and con¬ 
struction will start on another store and cen¬ 
ter in this growing city. 

Spanish subsidiary. This subsidiary incurred a 
1968 net loss of $2,235,954 compared with a 
net loss of $3,176,960 for 1967. A leased com¬ 
plete department store under construction in 
Madrid is scheduled to open in 1970. 
International finance subsidiary. In February, 
1969, a Swiss public bond issue, guaranteed 
by Sears and valued at $14 million, was sold 
by Sears International Finance Co. in order 
to finance overseas operations. 

Canadian affiliate. Net sales of Simpsons- 
Sears Limited rose 15 per cent to $540,663,056 
(Canadian). Net earnings of $14,420,190 
(Canadian) were- up 12.7 per cent. Sears 
equity in Simpsons-Sears Limited for 1968 
was $7,163,729 (U.S.). 

Two complete and two medium size stores 
were opened during the year. At the close 


of the year, Simpsons-Sears was operating 32 
retail stores, four catalog order plants, and 
355 catalog sales offices. 

Allstate Enterprises, Inc. Gross revenues 
(excluding Allstate Savings and Loan Asso¬ 
ciation) totaled $38,068,122, up 27.5 per 
cent. Auto financing accounted for 58 per 
cent; motor club and other activities for the 
remainder. Auto loans outstanding were 
$297,147,816, up 33.9 per cent. The quality of 
the loan portfolio is excellent. Net income 
was $2,623,660 compared with $2,695,336 for 
1967. Interest rates on borrowed funds were 
substantially higher in 1968. 

Savings and loan associations. Gross revenues 
of Allstate and Metropolitan Savings and 
Loan Associations totaled $20,854,112, up 
10.1 per cent from. 1967. Their combined net 
income of $1,786,660 before appropriations 
to general reserves compared with a loss of 
$492,901 in 1967. Operations of the Associa¬ 
tions were improved during 1968; however, 
the availability of funds for making new 
loans was limited. 

Homart Development Co. Net income of this 
wholly owned unconsolidated subsidiary 
amounted to $706,311 compared with 
$534,033 for 1967. Seven regional shopping 
centers are in operation. Nanuet Center 
(N.Y.) is under construction and will open in 
the latter part of 1969. Homart is also partic¬ 
ipating in joint ventures for the development 
of centers in San Jose and El Cajon, Cali¬ 
fornia and Schaumburg, Illinois. 


Foreign Subsidiaries 

(% of ownership) Net Income (after Sears Equity 

Net Sales trans. losses & adj.) in Net Income 

Year Ended January 31 1969 1968 1969 1968 1969 1968 


Latin American 

Brazilian (100). $ 33,695,338 $ 31,071,542 $ 121,343 $ 686,756 $ 121,343 $ 686,756 

Colombian (100) . 12,605,421 11,040,635 (83,255) (99,738) (83,255) (99,738) 

Mexican (80). 52,481,029 48,148,729 3,705,330 2,308,392 2,964,420 1,846,811 

Peruvian (90). 15,344,212 18,550,557 873,459 (516,869) 785,240 (464,664) 

Venezuelan (80). 28,476,789 26,210,528 2,660,707 1,983,617 2,128,566 1,586,894 

Panamanian 

finance co. (100). — — 914,529 1,147,536 914,529 1,147,536 


Total. 142,602,789 135,021,99.1 8,192,113 5,509,694 6,830,843 4,703,595 

Spanish (100). 6,807,529 5,983,922 (2,235,954) (3,176,960) (2,235,954) (3,176,960) 


Total Foreign Subsidiaries .. $149,410,318 $141.005,913 $5,956,159 $2,332,734 $4,594,889 $1,526,635 
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Allstate Insurance 
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Property and Liability Insurance. The vig¬ 
orous growth of the Allstate Insurance Com¬ 
panies during 1968 was marked by record 
highs in sales and earnings and in the num¬ 
bers of policyholders and servicing personnel 
and locations. 

Premiums written for all property and lia¬ 
bility insurance lines rose $ 178 , 612,180 from 
1967 to a total of $1,271,889,690. This was the 
greatest amount of annual increase in the 
Companies’ history. Allstate’s rapid growth 
to more than ten and one-half million policies 
in force at year end 1968 reflects the excellent 


customer acceptance of its quality insurance 
protection at fair prices, and the marketing 
and servicing expertness of its personnel. 

The Companies wrote auto premiums of 
$1,014,533,686 during 1968, an increase of 
$130,046,251 from 1967. Premiums written 
for other property and liability lines, princi¬ 
pally homeowners, residential fire, health and 
commercial, climbed to $257,356,004, up 
$48,565,929 from 1967 . These other property 
and liability insurance lines, together with life 
insurance, comprised 23.9 per cent of A1J- 



Allstafe agents make 
insurance easy to 
understand and easy to 
buy. They serve 
customers at their 
homes {left) as well as 
at Sears stores and 
neighborhood Allstate 
offices. 

Claim adjuster gives 
fast claim service at 
drive-in claim service 
location (below). 
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J/idson B. Branch, 
Chairman and Chief 
Executive Officer of 
Allstate {center); 
Archie R. Boe, Vice 
Chairman {left); 
and W. Boyd 
Christensen, President. 



state’s total insurance premiums. This diversi¬ 
fication within the insurance field has been 
accomplished mostly in the last decade while 
at the same time auto writings have increased 
an average of 11.4 per cent annually. 

During 1968 Allstate increased its market¬ 
ing effort toward insuring more of the small 
business and medium sized commercial con¬ 
cerns. Commercial departments, staffed with 
commercial insurance experts and an agency 
force which specializes in selling and serving 
the insurance needs of commercial concerns, 
were expanded in the Companies’ Regional 
Offices in some of the large metropolitan 
centers. 

Underwriting operations produced an in¬ 
come of $25,394,871 before income taxes, 
compared with $43,402,330 for 1967. The 
ratio of total claim costs to premiums earned 
rose substantially during 1968, but this in¬ 
crease was partially offset by a reduction in 
the underwriting expense ratio. The average 
cost of the various classes of claims increased 
very substantially again in 1968. Inflation in 
claims costs was particularly severe for ma¬ 
terial damage claims but affected personal 


injury claims as well. The average cost of 
auto property damage and auto collision 
claims paid during 1968 rose nearly nine per 
cent from the previous year; auto fire, theft 
and comprehensive claims, 19 per cent; and 
homeowners claims, 16 per cent. Many factors 
contribute to higher claim costs. These in¬ 
clude the ever-increasing values of properties 
insured, rising prices of repair parts and labor, 
sales taxes, the design of cars together with 
greater use of air conditioners and other ex¬ 
pensive accessories, increasing costs of hos¬ 
pitalization and medical treatment, higher 
limits of insurance protection provided, and 
crime rates. In addition, the accident rate for 
Allstate’s auto insurance business trended 
upward during 1968. The alarming increase 
in the number of auto theft claims is of much 
concern to Allstate and the insurance industry. 
It is estimated that 815,000 vehicles were 
stolen in the United States during 1968, up 
from 655,000 the previous year. 

Property and liability insurance claims 
settled during 1968 increased to 3,759,000 
from 3,330,000 during 1967. Allstate main¬ 
tains the largest full time salaried claim staff 
in the business to serve its policyholders and 
claimants expeditiously. Drive-in claim ser- 
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vice locations for appraising and settling auto 
damage claims were increased from 538 to 
591 throughout the United States and Can¬ 
ada during 196S. Telephone-Ediphone sys¬ 
tems were installed in the Companies’ claim 
offices as a means for settling many of the 
less severe personal injury claims rapidly and 
conveniently for the claimant. A method 
termed payment-in-advance which is used on. 
certain serious claims involving personal in¬ 
jury is becoming increasingly popular. Under 
this method, the Company offers to advance 
money to the claimant to provide for current 
expenses, such as hospital and medical costs, 
auto repairs, and living expenses if needed, 
before any final settlement agreement is 
reached. The Companies continuously seek 
improvements in their claims operations to 
provide superior service as efficiently as 
practicable. 

Allstate’s net investment income for 1968 
from interest, dividends and real estate was 
$57,065,829 before taxes, up $9,967,378 from 
1967. The investment program is an impor¬ 
tant element of the Companies’ profitable 
operations. The portfolio is sound, balanced, 
appropriately diversified and produces a good 
net yield. The increase in investment income 
for 1968 arose from a greater amount of 
funds invested and higher yields. The average 
amount of funds invested during 1968 was 
15.4 per cent greater than during the previous 
year. Many of the new investments made 
during the year, particularly in state and muni¬ 
cipal and other bonds, were at attractive 
yields commensurate with the generally high 
interest rate levels prevalent throughout the 
country. 


Realized capital gains after income taxes 
amounted to $17,680,938 for 1968 compared 
with $13,294,089 the previous year. Allstate 
invests in both publicly traded stock and 
privately placed issues with equity participa¬ 
tion features. Appreciation in value is one 
of the objectives of these investments. The 
unrealized appreciation on Allstate’s stock 
portfolio as of yea rend 1968 was $273,243,712, 
up $54,006,642 from the previous year end. 

Total net income and realized gains includ¬ 
ing net income of unconsolidated life insur¬ 
ance subsidiaries was $89,639,992, an increase 
of $4,470,486 from 1967. Earnings for 1968 
were reduced by the Federal income tax sur¬ 
charge of 10 per cent. Total net earnings for 
1968 were equal to 58 cents per share of 
Sears stock. 

Assets as of the close of the year were 
$2,120,574,493, up $310,220,873 from 1967. 
Investments in bonds, stocks and real estate 
comprised 86 per cent of total assets. Size¬ 
able new funds generated by the growth and 
profitable operations of the Companies and 
the appreciation in market values of invest¬ 
ments in stocks both contributed to the in¬ 
crease in assets. 

Life Insurance. The Allstate Life Insurance 
Companies had another outstanding year in 
1968. Life insurance in force as of year 
end 1968 totaled $7,254,000,000, including 
$3,862,000,000 of insurance on individuals 
and $3,392,000,000 of group insurance. In¬ 
surance in force on individuals increased 
26.2 per cent during the year, and group in¬ 
surance in force rose 15.1 per cent. The Com¬ 
panies offer a variety of insurance plans 
sufficient to serve practically all individual 


Allstate 



Allstate's Home Office 
at Northbrook, Illinois — 
A ward-winning 
landscape scene. 
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insurance needs. Life insurance premiums 
totaled $60,414,999 for 1968, an increase of 
$9,883,720 from 1967. Net income from life 
insurance operations amounted to $6,719,354 
for 1968 compared with $4,673,636 for the 
previous year. Assets of the Life Companies 
increased $30,464,969 to $149,702,353 at year 
end. Investments in bonds, stocks and mort¬ 
gages comprised 86.9 per cent of total assets. 

Allstate Employes. Allstate’s employe family 
increased to 28,100 during 1968. This total 
includes more than 8,400 professionally 
trained and licensed agents. Another 9,100 




devote their full time to fair, fast claim 
service. Many other employes serve customers 
directly through answering telephone re¬ 
quests and correspondence, preparing poli¬ 
cies, keeping customers’ premium installment 
accounts and similar work. Proven training 
programs are used to teach the specifics of 
the various positions including the important 
element of courtesy to customers, prospects 
and claimants alike. Company programs em¬ 
phasize quality service with the personal 
touch. The high standards of Allstate em¬ 
ployes and their dedication to give service 
with the personal touch are reflected in the 
success of Allstate. 

Management Changes. On March 26, 1968, 
Archie R. Boe, President of Allstate since 
January, 1966, and with 27 years of service, 
was elected Vice Chairman of the Board. 
W. Boyd Christensen, who held the office of 
Executive Vice President in charge of Field 
Operations, with 17 years of service, was 
elected President. JudsonB. Branch continues 
as Chairman of the Board and Chief Execu¬ 
tive Officer. 

The Year Ahead. Continuation of Allstate’s 
vigorous multiple-line marketing program is 
expected to bring increased sales for 1969. 
The total insurance market in the United 
States is very large, estimated at nearly $60 
billion in premiums for 1969, and growing 
rapidly. Both the personal and commercial 
lines of insurance offer Allstate opportunities 
for continued profitable growth. The accident 
rate is expected to trend upward in 1969, 
and inflationary pressures will continue to 
push the average cost of claims even higher. 
Allstate will seek premium rate adjustments 
to offset the pressure on underwriting profit 
and will continue its support of safety and 
crime prevention programs to reduce the bur¬ 
den of claims on Allstate and the insurance 
industry. 
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Statement of Income 


Year Ended December 31 1968 1967 

Net Premiums Written. $1,271,889,690 $1,093,277,510 


Premiums Earned (after dividends on participating 
policies). $1,178,920,936 $1,009,331,492 

Underwriting Charges 

Claims and claims expense. 845,345,254 691,763,472 

Sales, policy issuance and service, administration, 

and other expenses. 270,454,796 241,928,780 

Premium and other taxes and fees (excluding 

income taxes). 37,726,015 32,236,910 

Total Underwriting Charges. 1,153,526,065 965,929,162 

Underwriting Income. 25,394,871 43,402,330 

Interest, Dividends and Real Estate Income, less 

investment expenses. 57,065,829 47,098,451 

Income Before Income Taxes. 82,460,700 90,500,781 

Income Taxes. 17,221,000 23,299,000 

Net Income. .. 65,239,700 67,201,781 

Realized Capital Gains on Investments (after 

income taxes)-. 17,680,938 13,294,089 

Net Income and Realized Gains of Allstate In¬ 
surance Company and Consolidated Subsidiaries. . 82,920,638 80,495,870 

Equity in Net Income of Unconsolidated Life 

Insurance Subsidiaries. 6,719,354 4,673,636 

Total Net Income and Realized Gains. $ 89,639,992 $ 85,169,506 


Statement of Capital 

(Surplus for Protection of Policyholders ) 


Year Ended December 31 

1968 

1967 

Balance Beginning of Year... 

$ 595,982,738 

385,505,662 

Total Net Income and Realized Gains. 

89,639,992 

85,169,506 

Change in Unrealized Capital Gains on Stocks .... 

54,006,642 

140,987,882 

Net Changes in Assets Not Admitted. 

(3,546,836) 

(3,680,312) 


736,082,536 

607,982,738 

Dividends to Sears, Roebuck and Co. 

(1,677,375) 

(12,000,000) 

Balance End of Year... 

$ 734,405,161 

595,982,738 


To the Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Allstate Insurance Company and consolidated 
subsidiaries as of December 31, 1968, and the related Statements of Income and Capital for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance 
Company and consolidated subsidiaries at December 31,1968, and the consolidated results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

Chicago , Illinois, March 7, 1969 Touche, Ross, Bailey & Smart 


Allstate 
Insurance 
Company 
and consolidated 
subsidiaries 


Report of 
Certified Public 
Accountants 
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Statement of Financial Position 


Allstate 
Insurance 
Company 
and consolidated 
subsidiaries 


December 31 

1968 


1967 

ADMITTED ASSETS 




Investments 




U.S. Government securities. 

$ 20,081,148 

$ 

22,053,554 

State and municipal bonds. 

852,009,595 


697,518,700 

Other bonds. 

51,722,723 


48,145,875 

Preferred stocks. 

118,545,011 


119,414,760 

Common stocks. 

689,153,372 


562,519,219 

Stocks of unconsolidated life insurance and foreign 




subsidiaries. 

30,962,762 


24,023,957 

Real estate. 

62,099,682 


55,187,762 

Total Investments. 

1,824,574,293 

1,528,863,827 

Cash and Certificates of Deposit. 

16,614,965 


23,306,305 

Premium Installments Receivable. 

233,524,647 


206,318,036 

Accrued Interest. 

13,205,818 


10,355,863 

Other Assets. 

32,654,770 


41,509,589 

Total Admitted Assets. 

$2,120,574,493 

$1,810,353,620 

LIABILITIES 




Reserve for Claims and Claims Expense. . 

$ 674,956,877 

$ 

588,817,670 

Unearned Premiums . 

643,805,436 


558,665,797 

Income Taxes ... 

8,554,366 


16,026,219 

Other Taxes ... 

21,105,585 


17,767,731 

Other Liabilities . 

37,747,068 


33,093,465 

Total Liabilities . 

$1,386,169,332 

$1,214,370,882 

CAPITAL 




Capital Stock (including additional capital paid in)... 

$ 54,600,245 

$ 

54,600,245 

Unrealized Capital Gains on Stocks . 

273,243,712 


219,237,070 

Retained Income (after deducting assets not 




admitted for statutory purposes of $31,037,002 




and $27,490,166 respectively). 

406,561,204 


322,145,423 

Total Capital . 

$ 734,405,161 

$ 

595,982,738 


Notes to 
Financial 
Statements 
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Investments: Bonds are stated at amortized cost, preferred and common stocks are stated at market value, and stocks 
of unconsolidated subsidiaries are stated at underlying net asset values, all as prescribed by the National Association of 
Insurance Commissioners, 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed 
by the I>epartment of Insurance of the State of Illinois which differ from generally accepted accounting principles in the 
treatment of certain underwriting charges, the valuation of certain assets, and the recognition of deferred Federal in¬ 
come taxes. These differences in the aggregate are not material in relation to the consolidated statements taken as a whole. 


Printed in U. S. A. 
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